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Abstract		______________________________________________________________________________________________________	
The main purpose of this study is to understand the financial status of urban poor community in Kuala 
Lumpur and factors affecting their personal well-being. The sampling size of this research is 1,064 
respondents chosen by using systematic sampling method. The data was obtained by using self-
administered questionnaires and the data being analysed by descriptive analysis meanwhile and multi 
regression analysis. The results shows that the urban poor community in Kuala Lumpur are having a 
moderate level of financial literacy possess a less effective financial behaviour, experiencing a high 
financial strain and adapting a moderate level of personal well-being. Besides that, the results also 
indicates that the financial literacy has no influence on personal well-being of the urban poor 
community, meanwhile financial behaviour has a positive influence and financial strain has a negative 
influence on the personal well-being of the urban poor community. The findings of the study suggest 
the government and non-government organisation such as Economic Planning Unit ((EPU), Kuala 
Lumpur City Hall (KLCH or DBKL), Central Bank of Malaysia (BNM), Credit Counselling and Debt 
Management Agency (CCDM or AKPK), Federation of Consumer Association (FOMCA) to make an 
inclusive effort and approach to improve the personal well-being of the urban poor. By understanding 
more about the financial status of the urban poor community, it is hoped to help them to become 
financial prudence and in the long-run could lead them into a good decision making while facing 
conflicts in financial issues and maintain a good quality of life. It is important to ensure the urban poor 
consumers have better financial management skills which lead them to make the right decision in order 
to enhance their personal well-being. 
 
Keywords: financial status, financial literacy, financial behaviour, urban poor, personal well-being,  ______________________________________________________________________________________________________			
Introduction		
Malaysia is an aspiring nation which is currently endeavouring to become a developed and a high 
income nation by the year of 2020. From a heavily dependent on mining, plantation and agriculture, 
Malaysia has successfully transformed to manufacturing and services based economy and resulted in 
providing better access to healthcare, education, clean water and sanitation for the people.  With the 
fast growing economy, the rate or urban population in Malaysia has increased rapidly from 25% in 
1960 to 72% in 2010 (Zainal, Kaur, Ahmad & Khalili, 2012). Urban population is defined as the 
percentage of the total population living in urban areas. Normally, urbanization contributed to 
sustainable economic growth due to it may attract investors to invest in Malaysia.  However, the  
acceleration  of urbanization has been accompanied by the increase of urban poverty  together with 
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crowding, uneven distribution of development benefits and change in the ecology of urban 
environments (Mok, Gan & Sanyal, 2007).  
 
In Malaysia, poverty is measure by the poverty line income (PLI) which refers to the minimum 
requirement to meet food and non-food consumption. A household or individual is considering as poor 
when his or her income level fall below the poverty line index (PLI). According to the Ministry of 
Human Resources Malaysia (2012), the minimum national wages are RM900 for Peninsular Malaysia, 
and RM800 for Sabah and Sarawak to  ensure  the  employees  to  meet  their  basic  needs.  Total of  
69,900  households  were  reported  as  being urban  poor  in  2009  (Ministry  of  Women,  Family,  
and  Community  Development, 2011).  Urban poverty is the current issue that concerned by  
Malaysian  government, politician, and policymaker. According to Baker (2008), urban poor is the 
group of people that has limited access to employment opportunities, limited income, inadequate and 
insecure of housing, unhealthy environments, little social protection mechanisms, and  limited  access  
to  adequate  health  and  education  opportunities. Therefore, urban poor is usually living in bad 
condition and it was impacted to their satisfaction, happiness, and quality of life.  From the previous  
study,  it  is  also indicated  that  housing  condition  of  urban  poor  was  significant  influencing  their 
quality of life (Zainal, Kaur, Ahmad & Khalili, 2012). In order to eradicate urban poverty, the feelings  
of  satisfaction  among  urban  poor  needed  to  be  taken  in consideration.  This study attempts to  
examine the personal well-being among  the urban  poor  by  using  personal  well-being  index  (PWI).  
Personal well-being is a subjective measurement to measure the individuals‟ wellbeing in overall 
assessment of their life. In other words, personal well-being is able to indicate the satisfaction or 
happiness of urban poor by self-evaluating. 
 
 
Problem	Statement	
 
“The effects of poverty are heavier in cities as compared to rural areas due to the higher cost of living 
and the lack of community support,” (Razak, 2012). This indicates that rising cost of living is being a 
factor contributing to urban poverty in Malaysia. According to studies conducted by Ragayah  (2002, 
2004), she stated that urban households were more affected by the rising commodity prices compared 
to those in rural areas as the latter were more able to diversify their income sources. The issue at stake 
is, how will our economy and Malaysian households especially those who are under the urban poor 
category will cope with this rising living cost at large? The Economic Planning Unit of Malaysia 
defines the urban poor consumers as those who have household income lower than RM3000. The rising 
price of commodities being a strain to the urban poor where their purchasing power is being reduced 
and it affects the well-being of individual and family. 
 
The Income is spent on basic needs and majority revenue is used for instalment payments like housing 
mortgages, transport, education and personal loans. This causes the citizens not being having surplus in 
money to spend for other aspects of life or for saving for future needs (Sabstu, 2014). Hence, there are 
questions on how urban poor consumer to cope with the higher living  cost  life  which  individuals  
with  low  income  are  associated  with  low  well-being in the study of Oshio & Urakawa (2013). 
Moreover, how does high living cost impacted on personal well-being that refers as personal aspect of 
the quality of life due to urban poor are usually lack of employment opportunities and limited income 
(Baker, 2008; Musek & Polic, 2014). 
 
According  to  Family  Stress  Model  (FSM),  it  has  suggested  that  economic hardships such  as 
negative financial event has increased the economic pressure in families  such  as  unable  to  pay  bills  
and  unmet  material  needs  (Taylor,  Budescu, Gebre & Hodzic, 2012). According to the study of 
Xiao (2008), low income families face more financial problems due to limited income source, assets  
and  health insurance  coverage  and  affected  the  ability  of  low-income  families  to  weather 
financial  difficulties  and  threats  to  financial  security.  Therefore, the financial problems among 
urban poor consumer need to be identified as they are always lack of income esources especially after  
the  rising  of  living  cost  and  how  it  affecting their personal well-being.   
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The household debt per capita increased by 11.4 per cent per annum from RM7,035 in 2000 to 
RM25,731 in 2012 mainly due to higher housing and car loans (Malaysian Well-Being Report, 2013). 
The inability to practice saving behaviour and to find savings outlets is something that infects the urban 
poor consumer and leads to the use of exploitative lenders and to financial instability. Prior studies 
found that there are strong correlation between financial management practice and financial literacy 
which both are able to affect the well-being (Gerrans, Speelman & Campitelli, 2014; Hilgert & 
Beverly, 2003). Apart from that, low-income families have been linked with low levels of knowledge 
and less experience in financial matters such  credit  payment  and  investment  if  compared  to  
middle-  and  upper-income families  (Birkenmaier  &  Curley,  2009).  Therefore,  the  financial  
literacy  among urban  poor  consumer  is  also  important  to  be  determined  in  this  present  study. 
Financial literacy, financial management practice, and financial strains are the factors that may 
influence the personal well-being among urban poor consumer who categorized as low income and its 
needed to be carry out in this present study. 
 
Therefore, this study aims to understand the financial status of urban poor and to determine the 
relationships between financial literacy, financial behaviors, financial strains and personal well-being 
among urban poor in Kuala Lumpur. 
 
 
Literature	Review		
Financial	Literacy	
 
Financial  world  has  become  complex  as  there  are  wide  range  of  financial products  and  services  
available  which  increased  the  complexity  in  any  financial decisions  making.  Financial  literacy  is  
able  to  help  in  terms  of  complexity  and positive  effect  towards  economic  capability  (Taft,  
Hosein  &  Mehrizi,  2013). According  to  Huston  (2010),  financial  literacy  has  an  additional  
application dimension which implies that an individual must have the ability and confidence to use his 
or her financial knowledge to  make financial decisions. Therefore, financial literacy was defined as 
measuring how well an individual can understand and use personal finance-related information (Ali, 
Rahman & Bakar, 2014).  In  addition, financial  literacy  also  refers  as  financial  knowledge  as  well  
even  there  are  minor differences  between  these  two  terms  and  financial  literacy  can  be  measure 
objectively and subjectively (Xiao, Chen & Chen, 2013). 
 
Previous studies show that people with higher education level and higher income level are more 
financially literate than low income families (Zhan, Anderson & Scott, 2006; Birkenmaier & Curley, 
2009). Therefore, low-income families have categorized  with  low  levels  of  knowledge  about  
financial  matters  and  less knowledge  and  experience  with  credit  as  compared  to  middle-  and  
upper-income families Birkenmaier & Curley, 2009). Besides that, individuals with high financial 
literacy demonstrate the highest tendency to engage themselves in financial planning when compared 
to their counterparts in the medium and low financial literacy level (Tan, Hoe & Hung, 2011).  
Therefore,  this  present  study  tends  to  identify  the financial  literacy  among  the  urban  poor  
consumer  who  has  categorized  as  low income group.   
 
According to Ali, Rahman & Bakar (2014), financial literacy is positively related to financial planning 
in order to affect positively the financial satisfaction. This is because  financial  literacy  is  able  to  
reduce  pressure  and  increasing  welfare  of families  or  individuals  as  it  able  to  reduce  the  social  
problems  such  as  abuse  of children,  conflicts  among  the  families  and  financial  disputes  (Taft,  
Hosein  & Mehrizi.,  2013).  In addition, the study of Gerrans, Speelman & Capitally (2014) has agreed 
financial literacy is strong related to financial satisfaction as improving levels of financial literacy with 
an expectation of financial decision and quality of life. 
 
Financial	Behaviour	
 
Individuals with higher financial knowledge exhibit more positive behaviours. Similarly, individuals 
with positive attitudes towards the longer term exhibit more positive behaviours than those with a 
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strong preference for the short term (OECD, 2012). Financial well-being can be defined as a state of 
being wherein a person can fully meet current and ongoing financial obligations, can feel secure in 
their financial future, and is able to make choices that allow enjoyment of life According  to  Gerrans,  
Speelman  &  Campitelli  (2014),  financial  knowledge  is positively  related  to  financial  behaviour  
and  both  are  important  in  increasing  the personal  well-being. Previous studies also shows that low 
income families likely to spend most of their income even though they are capable for savings (Lown, 
Kim, Gutter & Hunt, 2014; Hogarth & Anguelov, 2003). 
 
Financial behaviour is one of the components that related to financial satisfaction or financial well-
being in past researches (Gerrans, Speelman & Campitelli, 2014; Xiao, Chen & Chen, 2013). 
According to Xiao, Tang & Shim (2008), behaviour is an  effective  way  to  increase  the  domain  of  
satisfaction  and  there  are  relationship between  financial  behaviour  and  financial  satisfaction.  In  
addition,  their  study showed  that  positive  financial  behaviour  increased  their  financial  
satisfaction. Moreover,  desirable  financial  behaviour  is  positive  association  with  financial 
satisfaction while risky financial behaviour is  negative  association  with  financial satisfaction  (Xiao,  
Chen  &  Chen,  2013).  In others word, financial behaviour are related to the financial outcome which 
associated with financial satisfaction Xiao, Tang & Shim (2008). Furthermore, Joo and Grable (2004) 
also indicated that financial well-being is related, both directly and indirectly with financial behaviours, 
such as paying credit card bills in full each month, maintaining a weekly or monthly budget, and 
setting money aside for saving. Although these studies using different terms but it regards to well-being 
which emphasize on their satisfaction and happiness.  From these studies, this study assumes that 
financial behaviour as one of predictor for personal well-being.   
 
Financial	Strain	
 
Financial strain is  a  broad  concept  that  used  to  capture  different  types  of financial  pressure  
(Grafova,  2011)  that  derived  from  the  financial  hardship especially  scarce  of  financial  resources.  
Financial hardship has become public concern in many countries as it is affecting families with limited 
resources and those need help from others (Wei & Chen, 2013). Besides that, financial strain or stress 
was  conceptualizes  as  a  combination  of  financial  need,  financial  burden,  and financial  insecurity  
(Ponnet,  2014).  Financial strain used to determine the financial problems that faced by individual and 
how it was affecting to their lives. 
 
The daily financial strains faced by low-income families capture much of the attention of researchers 
and policy makers (Blank, Danziger & Schoeni, 2006).  In the study of Ponnet (2014), financial 
problems are differs among income levels of the  families  and  evidence  shows  that  low  income  
families  has  higher  level  of financial stress. According to Huang, Nam & Lee (2014),  people who 
experienced economic  hardship  had  difficulties  in  meeting  their  needs  even  basic  needs. 
Moreover,  Xiao  (2008)  also  stated  that  low  income  families  face  financial constraints  due  to  
limited  income  source,  assets  and  health  insurance  coverage affects the ability of low-income 
families to weather financial difficulties and threats to financial security. Besides that, there is higher 
absolute level of financial literacy in low-income families (Ponnet, 2014).  Low  income  families  do  
face  very  real consequences  from  having  insufficient  financial  resources  (Ponnet,  2014). 
Therefore, this study would like to examine the financial problems among the urban poor who 
categorize as low income group.   
 
Previous study also revealed that financial strain, unemployment, and poverty are associated with 
mental health and well-being of individuals (Butterworth,  Rodgers & Windsor, 2009;  Conger & 
Donnellan, 2007; Taylor, Budescu,  Gebre  &  Hodzic,  2014).   Although  financial  problems is not 
the subcomponent in the study of Gerrans, Speelman  &  Campitelli  (2014)  but  there  are many  
researchers  have  linked  financial strain to  clinical depression,  reduced physical  health  and in order 
to lower life quality and satisfaction (Chou, Chi & Chow, 2004; Angel, Frisco, Angel & Chiriboga, 
2003; Mattsson, Topor, Cullberg & Forsell, 2008). Apart from that, financial strain was also related to 
well-being which lowers the life satisfaction  due  to  economizing  behaviour  and  other  ways  to  
cope  the  financial problem  (Watson,  Barber  &  Dziurawiec,  2014). Financial  strain  and level  of  
worry  about  financial  are  categorize  in  measuring  the  level  of  financial satisfaction  (Prawitz,  
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Garman,  Sorhaindo,  O‟Neill,  Kim  &  Drentea,  2006)  and  it show how important of financial strain 
affecting the satisfaction.  
 
Personal	Well-being	
 
According  to  Zimmerman  (1995),  well-being  in  general  defined  as  a  state  of being healthy, 
happy, and free from worry. In other words, well-being means “non-instrumentally or ultimately good 
for a person”, and well-being in an ordinary term is closely related with happiness or satisfaction (Joo, 
2008). Wellbeing is used mostly with physical health, there are six interrelated domains that construct 
well-being:  job, finances, house, health, leisure, and environmental satisfaction (Fletcher & Lorenz, 
1985; Zainal, Kaur, Ahmad & Khalili, 2012). These concepts are now accepted as the general 
definitions of well-being. 
 
Basically well-being is measure by subjectively through self-reported surveys.  According  to  Joo 
(2008), subjective well-being refers to how people evaluate their lives and includes variables such as 
life and marital satisfaction, lack of  depression  and  anxiety,  and  positive  moods  and  emotions. 
Well-being is a huge concept which compounds of different aspects, such as financial well-being, 
economic well-being, material well-being, family well-being, and others (Gerrans, Speelman, & 
Campitelli, 2014; Rettig & Bubolz, 1983; Joo, 2008). This study intend to study about the personal 
well-being of the urban poor community in Malaysia based on personal well-being index was created 
from Comprehensive  Quality  of  Life Scale (ComQol) with 11-point measuring the  domain  
comprised  of  life as a whole, standard of  living, health, financial, personal relationship, safety, part of 
community, spirituality or religion, and future security. 
 
In the study of Rojas (2009), it was questioning the relationship between income and well-being as 
money unable to purchase noneconomic goods such as psychological needs and money may not be 
used efficiently. In addition, income cannot totally explain the differences in well-being as high income 
countries are not the same countries with high well-being (Valdmanis, 2014). Next, the study of Oshio 
& Urakawa (2013) has shown individual with lower income more likely to perceived income inequality 
and in order affected happiness and well-being declined. Therefore, this present study used to measure 
the personal well-being among urban poor consumer who has low income as it helped to understand 
the personal well-being among urban poor consumer. 
 
From the review of Gerrans, Speelman & Campitelli (2014), their study tend to determine the 
relationship between components of financial wellness and personal well-being. Besides that, sub-
components were interacted with each other and the relationship between financial satisfaction and 
personal well-being was determined. However, this present study assumed that there are no 
relationship in between the components of financial wellness and in order to determine the 
relationships between personal well-being and other components such as financial literacy, financial 
behaviour and financial status. In other words, the components of financial wellness are the direct 
predictor towards personal well-being. The direct predictors towards personal well-being are financial 
literacy, financial behaviour and financial problems in this present study. 
 
 
Methodology		
Sample	design	
 
The sample is comprised of 1064 respondents from low-cost flats whose household income is below 
RM3000 will be chosen from the list being obtained from Kuala Lumpur City Hall (DBKL) by using 
purposive sampling method. This study was conducted in People Housing Project Kuala Lumpur City 
Hall (PHP/PPR) or low cost flats in Kuala Lumpur which is under the supervision of DBKL. 
According to Kuala Lumpur City Hall, there are 40 low cost flats in Kuala Lumpur and for this 
research. Four flats were chosen by using systematic sampling for this study which is PPR Seri 
Semarak, PPR Desa Rejang, PPR Desa Tun Razak, and Flats Sri Sabah. Each flats was targeted 250 
respondents and the data were collected using self-administered questionnaires. Data was coded and 
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analysed by Statistical Package for Social Science for Windows (SPSS) version 22 to determine the 
level of the independent variables and the relationship with the dependent variable. 
 
Financial	Literacy	
 
To measure the level of financial literacy among the respondent, 15 items quiz developed by Sabri, 
Masud and Paim (2006) based on the Malaysian context that concerning the aspect of general 
knowledge, savings and investment, credit card, debt and loan management will be used. Each item 
will be evaluated as “true” or “false”. The total number of answered correctly measure the literacy of 
respondents about finance and the total number answered incorrectly indicates the misconception 
towards finance. Item analyses with correctly identified items were summed and the score was 
transformed into a percentage. Higher percentage scores indicated higher level of financial literacy. In 
this section, financial literacy was divided into three categories, namely low mean score (0-8), medium  
mean score (9-11) and high mean score (12-15). 
 
Financial	Behaviour	
 
Fifteen statements adopted from Hogarth and Anguelov (2004) were used to describe the financial 
management ability of the respondents with yes (1) and no (0) answer. 
 
Financial	Strain	
 
Financial strains will be assessed by using 22 items quiz which are being evaluated by three liker-scale 
consist of “never”, “sometime”, and “always” adapted from the Financial Strain Scale (Aldana & 
Liljenquist, 1998). 
 
Personal	Well-being	
 
A scale of 10 has been used to measure the personal well-being. The scale has been set from 0 to 10 
where 0 indicates “not fully satisfied” and 10 indicate “fully satisfied” using Conceptual Model of 
Financial Well-Being developed by Nancy Porter & Garman (1993).  The respondents will be required 
to choose the number from 0 to 10 which suits their satisfaction towards the 9 aspect of personal 
wellbeing which are whole life, standard of life, health, finance, personal relationships, security, 
social/community, spiritual, and future. 
 
	
Findings			
Respondents’	Profile	
 
Out of 1064 respondents, 46.8% of them are male and 53.2% of them are female. The majority of the 
respondents are Malay which marks the percentage of 68.6%, meanwhile Chinese and Indian 
respondents’ records the percentage of 12.0% and 10.7%. Subsequently, the most respondents in this 
study is in the range of 41-50 years old which is 27.3% from the whole sample and followed by the age 
below 30 years old which marks 26.3%. Meanwhile, 24.6% of the respondents are below above 51 
years old and the least percentage which is 21.8% are from the range of 31-40 years old. 
 
Table 1.1: Respondents’ Profile (n=1064) 
 
Demographic Characteristic n % 
Gender Male 498 46.8 
Female 566 53.2 
Ethnic Malay 730 68.6 
Chinese 155 14.60 
Indian 164 15.40 
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Others 15 1.40 
Age < 30 280 26.3 
31-40 232 21.8 
41-50 290 27.3 
> 51  262 24.6 
Education Level Primary School 130 12.2 
Secondary School 610 57.3 
Certificate / Diploma 251 23.6 
Undergraduates 65 6.4 
Post-Graduate 5 0.5 
 
 
While reviewing the education level of the respondents, it can be clearly seen that most of the 
respondents have a secondary level education which is 57.3% followed by 23.6% of them holds 
certificate or diploma level of education. The percentage of undergraduates and postgraduates related 
education marks up to 6.4% and 0.5% respectively. The percentage is surpassed by primary level 
education which is 12.2%.  
 
Respondents’	Financial	Status	
 
The household income has been categorised into five groups. As per this study, those with household 
income below than RM 3000 are being considered as low income earners and those earning above RM 
3001 are being categorised as high income earners. From the data obtained, 73.7% of the respondents 
are being categorised as low income earners as it comprises 20.2% of income below than RM 1000, 
29.4% from RM 1001-2000 and 24.1% from the range of RM 2001-RM3000. Meanwhile, the high 
income earners marked 26.3% consist of 17.5% from the income range of RM 3001-RM4000 and 8.8% 
of those earning RM 4001 above. The household expenditure level shows that majority of the 
respondents spends from the range of RM1001-RM 2000 per month (39.7%) and 34.8% of them 
spends below RM 1000 per month. About 25.5 % of the people spend more than RM 2001 every 
month on their household expenditures. 
 
Table 1.2: Respondent’s Financial Status 
 
Variable Characteristic n % 
Household Income Level 
 
 
 
 
 
< RM 1000 Low 215 20.2 
RM 1001 – RM 2000 313 29.4 
RM 2001 – RM 3000 256 24.1 
RM 3001 – RM 4000 High 186 17.5 
> RM 4001 94 8.8 
Household Expenditure 
Level 
< RM 1000 370 34.8 
RM 1001 – RM 2000 422 39.7 
>RM 2001  271 25.5 
Asset to debt ratio Asset < Liability 470 44.2 
Asset = Liability 369 34.7 
Asset > Liability 225 21.1 
Home ownership status Owned 297 27.90% 
Belongs to Family 165 15.50% 
Renting 580 54.50% 
Belongs to relatives/friend 4 0.4% 
Quarters 6 0.6% 
Others 12 1.1% 
 
Malaysian	Journal	of	Social	Sciences	and	Humanities	(MJSSH),	Volume	2,	Issue	1,	(page	21	-	39),	2017	
	
	
28	
www.msocialsciences.com		
 
This study reveals that, the respondents are mainly in two situations which is liability is more than their 
asset or the assets are equal to their liability. 44.2% of them claimed that their liability is more than 
their assets which can be said that they owe more than they own.  
Meanwhile, 34.7% of them are claiming that they having an equal level of asset and liability and 21.1% 
of them are having assets more than liability. Besides that, the data shows that only 27.9% of the 
people own their house meanwhile majority (54.50%) of urban poor community are renting the house 
that they are staying. About 15.50% and 0.4% of the houses falls into the category where the ownership 
belongs to their family and relatives or friends respectively. 
 
Income	Adequacy	
 
Household income adequacy was defined as having a household income that would be sufficient to 
keep the household above the poverty level income (Dixon & Rettig, 1994). Among the urban poor, it 
can be clearly seen that 51.1% or half of the people are have a low adequacy of income as they claim 
their income enough for basic needs only and 32.8% of them claims that their income is not enough for 
them for their living. Only 4.7% of them actually have enough to buy everything desired and for 
saving. 
 
Figure 1.1: Income adequacy of urban poor community 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Type	of	Savings	&	Investments	
 
It is notable that most of the urban people are depending on their Employee Provident Fund (EPF) 
which marks as the highest (67.7%) as other savings and investments apart from savings in bank. 
Tabung Haji is the second largest types of saving and investment preferred by the people as it consist 
of 34.5%. This is because the majority respondents are Malays and their purpose is facilitates savings 
for the pilgrimage to Mecca through investment in Shariah-compliant vehicles. There are amounts of 
16.6% and 15.9% of people who have been invested in the Amanah Saham and Investment linked 
savings or investment for the need of their future 
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Figure 1.2: Type of savings & investments 
 
 
 
Percentage	of	Asset	Ownership	
 
The percentage of ownership of vehicles marks the highest value which is 66.4% and followed by 
house which is 45%. This can be said as most of the Malaysian at least owns a motorbike as 
transportation for working purposes. 19.1% of them have jewelries and 14.2% of the people still living 
is renal house. 
 
Figure 1.3: Percentage of asset ownership 
 
 
Types	of	Loan		
 
The data reveals that the people are mostly engaged with three main loans which is vehicle loans, 
housing loan and personal loans. Vehicle loans is the most engaged by the people as it has the 
percentage of 49.1%. Housing loans marks the second highest which marks 39.6% and 29.9% for 
personal loans. This data also reveals that 15% of the respondents are engaged with credit cards loan, 
meanwhile 12% and 11.6% of the still paying for education and furniture/ electrical products. 
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Figure 1.4: Types of loan 
 
 
 
Loan	Repayment	Amount 
 
This section discusses about the monthly loan repayment amount by the respondents. 70.3% of the 
respondents are paying less than RM1000 per month for their loans. 23.8% of the people are paying 
RM1001-RM2000 and 5.9% of the respondents are paying more than RM 2001 per month for loans 
taken. 
 
Figure 1.5: Loan repayment amount 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Financial	Literacy	
 
Table 1.3 shows that 67.8% of the respondents believe that having credit cards can increase the 
purchasing power of a consumer. Only 32.2% of them aware that credit card doesn’t increase the 
purchasing power of consumer. Meanwhile, 50.3% of the respondents did not realise that credit 
purchasing actually reduce the future purchasing power. The respondents have to realise that credit 
cards creates higher purchasing power early on and can reduce purchasing power later, since 
consumers may not have enough cash to repay credit balances and continue to make future purchases. 
Interest rates work in tandem with credit in purchasing power analysis. Consumers using credit for 
various purchases usually must repay creditors with interest. High interest rates reduce consumer 
purchasing power because more capital will be spent on repaying interest along with the initial credit 
balance. 
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Another rising issue in the finance area is bankruptcy. A bankrupt is someone who has officially 
declared that he cannot pay what he owes. In Malaysia, the minimum amount of outstanding debt 
amount to initiate bankruptcy is RM30, 000 under the Bankruptcy Act 1967. 30.9 % of the respondents 
are still unaware about this legislation. A guarantor failed tor of loan can be declared as bankrupt if the 
debtor fails to repay the loan yet 22.5% of the respondents are unaware of this issue. A person who 
stood as a guarantor for loans like education, house, car hire purchase, scholarship and also third-party 
loans is known as a social guarantor. A guarantor is also liable to face bankruptcy when summoned by 
the creditors. The creditors will go after the borrower first and if that fails to recover the amount owed, 
they will go after the guarantor to settle the debts.  
 
 
Table 1.3: Percentages of respondents with correct answers in Financial Literacy 
 
No Statement Correct Answer True False 
1 Credit card holder can spend without limit. False 38.5% 61.5% 
2 Credit card has the ability to increase an individual’s 
purchasing power. 
False 67.8% 32.2% 
3 Credit purchasing will reduce the future purchasing 
power. 
True 49.7% 50.3% 
4 Cash purchase is much more cheaper than credit 
purchase 
True 82.1% 17.9% 
5 Credit Counselling and Debt Management Agency 
(AKPK) is an agency that offers loans 
False 48.5% 51.5% 
6 The longer the period of repayment, the lower cost of 
loan. 
False 42% 58% 
7 Rise in price of goods and services reduce the purchasing 
power of consumer. 
True 75.4% 24.6% 
8 Using savings money for daily necessity expenses are 
being considered as overspending. 
True 81% 19% 
9 Loan guarantor can be also declared as bankrupt. True 77.5% 22.5% 
10 An individual can be declared as bankrupt if fail to pay 
debts of at least RM30, 000. 
True 69.1% 30.9% 
11 Interest rate of savings account is higher than interest 
rate of fixed deposit. 
False 52.4% 47.6% 
12 All types of investment are able to gain profits.  False 47.2% 52.8% 
13 A family should have at least three months of income as 
emergency fund. 
True 82.5% 17.5% 
14 Contribution of Employees Provident Funds (EPF) is 
adequate for retirement. 
False 32.5% 67.5% 
15 Will is unnecessary for family.  False 23.1% 76.9% 
 
 
Level	of	Financial	Literacy	
 
Figure 1.6 shows a bar chart of the level of financial literacy among the respondents in the category of 
low, moderate and high. Those who obtain 0-8 marks are being categorised as having a low level of 
financial literacy, those who scored 9-11marks being categorised as having a moderate level of 
financial literacy and the score of 11-15 indicates that the respondents having a high level of financial 
literacy.  
 
From the result obtained, it clearly shows that the respondents are having moderate level of financial 
literacy as 49.1% of the sample only scored 0-8 marks in this section. 30.1% of the respondents impose 
a low level of financial literacy and only 20.8 % of them have a high level of financial literacy. A study 
indicates that household with less financial literacy tend not to plan for their retirement (Lusardi & 
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Mitchel, 2007), receives lower asset levels and borrows at higher rates. (Stango & Zinman, 2006). This 
clearly justify that financial literacy affects financial decision-making; ignorance about basic financial 
concepts can be linked to lack of retirement planning, lack of participation in the stock market, and 
poor borrowing behaviour. 
 
 
Figure 1.6: Level of Financial Literacy 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Financial	Behaviour		
 
Majority (71.6%) of the respondents does not keep record of their expenses and only 28.4% of the 
people are doing it regularly. Keeping records of expenses helps the people to keep track on their 
expenditure patterns and to plan their budget well for a better cash flow. Similarly, 75.6% of them 
don’t minimize their tax payments by keeping purchase receipts and other books in order to get some 
personal tax exemption for many items such as medical expenses for parents, educational expenses, 
purchases of books and magazine and even for the usage of broadband. It is also noted that, only 25.2% 
of the people are Debt Payment is made through payroll deduction. 74.8% of them don’t use this 
method of paying debts. Meanwhile, only 25% of the respondents make salary deduction for savings 
and 75% don’t When debt is being paid or allocations for saving are being done first, it ease the burden 
of debt and sums up money for emergency and one can spend the remaining money wisely. 
 
It can be clearly seen that 69.3% and 69.6% of the respondents never have medical insurance or life 
insurance respectively. Insurance or takaful is a social device which the main purpose is to reduce or 
eliminate risk of loss to life and properties. Besides that, 72.6% of the respondents never practise 
investment activities. Apart from savings, EPF and pensions, insurance and investments are another 
source of income during the retirement age of an individual. This shows that there are some 
respondents who lack of awareness towards diversifying their income. Even though 55.2% of the urban 
community pay all bills before the due, but there are still 44.8% who don’t possess these behaviours. 
This is also similar to the statement Try to settle the loan / debt early as 51.5% are possess this 
behaviour and there are 48.5% still do not follow this behaviour. Paying our bills on time or earlier  is 
an important aspect of taking control of our financial life. Knowing when our bills are due and making 
a habit of paying them on time can reduce our stress and improve our financial management. 
 
Table 1.4: Percentages of financial behaviour among respondents 
 
 Statements Yes No 
1 Keep record of expenses 28.4% 71.6% 
2 Plan your expenses or budget 45.0% 55.0% 
3 Make an investment every month (unit trusts such as ASB / ASN) 27.4% 72.6% 
4 Minimising tax payments (e.g. keep purchase receipts and other books) 24.4% 75.6% 
5 Payment of loan / credit made on schedule 36.5% 63.5% 
6 Pay all bills before the due (utility bills such as water and electricity) 55.2% 44.8% 
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7 Try to settle the loan / debt early 51.5% 48.5% 
8 Debt Payment is made through payroll deduction 25.2% 74.8% 
9 Make payroll deductions for savings 25% 75.0% 
10 Has financial goals 42.7% 57.3% 
11 Has health insurance / health takaful 30.7% 69.3% 
12 Has life insurance / takaful life 30.4% 69.6% 
13 Save for retirement 41.3% 58.7% 
14 Keep a record of debt repayment 36.3% 63.7% 
15 Plan before taking any kind of credit / loan 45.2% 54.8% 
 
 
Level	of	Financial	Behaviour	
 
The financial behavior is being categorized into two which is effective and less effective as being 
shown in figure 1.7. Respondents scored below 7 points are being categorized as having less financial 
behavior; those above eight points are having good financial behavior.  
 
It can be seen from figure 1.7 that, most of the total respondents possess a less level of financial 
behavior which marks 52.6% out and only 47.4% of the respondents in this study possess good 
financial behavior. Behaviour in the money management giving huge impact on personal well-being 
with good management and discipline will ensure a good personal well-being. Among behaviour in 
good financial management is paying bills on time, financial educators typically encourage individuals 
to make written budgets and to regularly compare actual expenditures to planned expenditures (O'Neill, 
2002). 
 
Figure 1.7: Level of financial behaviour 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Financial	Strain	
 
The highest percentage for the always category is 58.7% which is the respondents being worried when 
they pay their bills late. Meanwhile, 47.4% of the respondents always feel anxious of their current 
financial situation. Anxiety causes nervousness, fear, apprehension, and worrying which may lead to 
health problems. Family financial strain is being related with low mental and physical. For example, 
higher debt and stress regarding debt have been found to be associated with lower self-reported health, 
higher degree of physical impairment (Drentea & Lavrakas, 2000) anxiety (Drentea, 2000), depression 
(Reading & Reynolds, 2001); Zimmerman  & Katon, 2005), and a higher degree of psychological 
distress (Brown, Taylor & Price, 2005). 
 
Besides that, 26.0% of the respondents always not able to have insurance and 23.3% of them feeling 
stressed due to insufficient of money. It can be seen that 78.5% of the respondents does not takes loan 
from loan sharks. Loan shark offers loans at extremely high interest rates yet there are 16.0% in 
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frequent and 5.4% sometimes category who borrow money from loan shark.	Many urban poor are 
falling prey to loan sharks, who are now promoting their services at PPR housing schemes. 
 
Another strains that visible in the results obtain is having conflicts with spouse regarding financial 
issues marks 47% sometimes and 10.6% always.	 This is similar to the study by Conger and his 
associates (Conger, Elder, Lorenz, Simons, Whitbeck, Hucj, & Melby, 1990) who suggested that the 
objective economic hardship of the family increases marital instability through a mediating chain of 
events that includes perceived financial strain, which increases hostile and decreases warm styles of 
family interaction. These interactions, in turn, undermine marital and relationship quality.  56.% of the 
respondents sometimes have difficulties on concentrate on their work due to financial problems. 
 
Moreover, 43.99% of and 20.8% of the respondents are depending on part-time work, commission and 
bonus for living sometimes and always respectively. This indicates that they respondents spend more 
time in workplace in order to get more pay to support the family. This may lead the respondents to lack 
of sleep and health deficiencies. The rising number of bankruptcy cases in Malaysia seeing a spike in 
the number. 81.9% of them never been declared as bankrupt. 18.9% respondents have been declared as 
bankrupt. Bankruptcy will ruin the credit for some time to come. Apart from that, a bankrupt person 
may lose property that they own that is not exempt from sale by the bankruptcy trustee. 
 
Table 1.5: Percentages of financial strain among respondents 
 
No Statement Never Sometimes Always 
1 Delay in paying monthly bills always makes me worried. 8.8% 32.5% 58.7% 
2 My current financial situation makes me more anxious. 8.1% 44.5% 47.4% 
3 I suffer from depression due to lack of money 26.7% 50.0% 23.3% 
4 I’m sick worrying about personal / family expenses 36.9% 44.8% 18.3% 
5 I am not able to afford an insurance 33.0% 41.0% 26.0% 
6 I don’t have sufficient money for medical expenses  34.7% 47.4% 18.0% 
7 I am not being able to pay my utility bills (water, electricity, 
telephone) 
43.7% 44.0% 12.2% 
8 Inability to pay debt instalments 41.4% 43.9% 14.6% 
9 Receive credit notice from creditors due to delay in 
payments 
48.3% 38.6% 13.1% 
10 Borrows money to buy household necessities  51.8% 40.4% 7.7% 
11 Do not have the cash for emergency purposes 38.1% 50.7% 11.2% 
12 Taking a new debt to pay old debts 62.1% 29.77% 8.2% 
13 Borrowing money from loan sharks 78.5% 16.0% 5.4% 
14 Not knowing how the money is being spent. 42.1% 48.0% 9.8% 
15 Spending more than income earned 32.0% 52.0% 16.0% 
16 Owing before salary being credited 45.6% 44.3% 10.1% 
17 Having conflicts with the spouse to understand regarding 
financial matters 
42.4% 47.0% 10.6% 
18 Unable to concentrate on work due to financial problems 42.9% 46.0% 11.1% 
19 Failure to get a loan due unsatisfactory credit report 55.3% 31.5% 13.2% 
20 Depending on the part time work, overtime, commission / 
bonus to finance the cost of living 
35.3% 43.9% 20.8% 
21 Borrowing money from family or friends to pay debt 47.5% 42.6% 9.8% 
22 Declared insolvent or bankrupt 81.9% 12.9% 5.2% 
 
 
Level	of	Financial	Strain	
 
Figure 1.8 shows the financial strain level of the urban poor community. The financial strains are being 
categorized into three groups which is low, moderate and high. Respondents scored from the range of 
22-31 points are being categorized as having a low financial strain, 32-38 marks are being categorized 
as having moderate financial strain and those scored above 39 points as having a high financial strains. 
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It can be seen from the figure 1.8 that the respondents are exposed to high level of financial strain 
which is almost half (50.3%) of the sample size. 25.5% of them having a moderate level of financial 
strain. Only 24.2% of the respondents are having a low level of financial strain. This shows that the 
urban poor community are having a high level of financial strain and the impact of the financial strain 
may reduce their quality of life. Basically, financial distress has been defined as a reaction (mental or 
physical discomfort) to stress about one’s state of general financial well-being, including perceptions 
about one’s capacity to manage economic resources (such as income and savings), pay bills, repay 
debts, and provide for the needs and wants of life. When the financial strain is higher, it indicates that, 
the respondents are having mental discomfort of their financial activities and situation as well as 
inefficiency in managing their economic resources.  
 
Besides that, financial strain does not only impact oneself but it may impact the family members as 
well. This is being pointed out the study conducted by	Aldana and Liljenquist (2007) titled Validity and 
reliability of a financial strain survey stated that the effects of financial strain can also spread to all 
those in the household who are dependent upon the income providers. Economic hardship has been 
shown to influence adolescent outcomes through its effect on parental emotional health/ depressive 
symptoms and parenting behaviour, and it has been shown to increase the likelihood of depression in 
the children of those families. Financial strain can also cause marital stress; in fact, many family and 
marriage counsellors have identified financial difficulties as one of the most common causes of marital 
difficulties. This may be one of the factors which contribute to the rising divorce cases in Malaysia. 
 
Figure 1.8: Level of Financial strain 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Level	of	Personal	Well-Being	
 
The highest percentage 41.3% shows that the total respondents facing a moderate level of personal 
well-being and 36% of them having a high level of personal well-being. Only 22.7%% of the 
respondents are having a low level of personal well-being. The results obtain is similar to the study 
done by Smyth, Nielsen and, Zhai (2010), in China to ascertain whether Chinese urban residents are 
satisfied with their lives. The data indicated a moderate level of personal well-being. The personal 
well-being index (PWI) demonstrated good psychometric performance in terms of its reliability, 
validity and sensitivity, consistent with previous published studies. 
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Figure 1.9 : Level of Personal Well-Being 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Mean	Score	of	Personal	Well-Being	Aspects	
 
Figure 2.0 shows the means scores for the personal well-being aspects which are inclusive of 
Spirituality, Personal Relationship Personal Health, Personal Safety, Community-Connectedness, 
Future Security, Life as Whole, Standard of Life, Financial Situation. The respondents were asked to 
rate their satisfaction towards the mentioned aspects which reflects their life in the range of 1-10. Then 
the mean score of each element were calculated to determine which is the most satisfying aspects of 
personal well-being in PPR community. 
 
The result shows that, spirituality has the highest mean score which is 7.26, followed by personal 
relationship with mean score of 6.68, and personal safety with 6.65. The least satisfaction is on the 
financial situation which scores 5.76 mean score. Based on this study, it’s already proven that the urban 
poor community has a moderate level of financial literacy; possess less financial behaviours and a high 
level of financial strain. This may be the contributing factor to be least satisfied with their financial 
situation. This means that the respondents have a feel of insecurity towards their financial aspects like 
saving, spending, investment and retirement planning. 
 
It is noticeable that life as a whole (6.39) and standard of life (6.19) aspect too has the lowest score 
among the nine elements. This situation explains that the respondents are not fully satisfied with the 
quality of their life. This can be related to the rising living cost as income is one of the key factors of 
standard of living in the environment where income remains and goods prices hikes up. 
 
Figure 2.0 :	Mean Score of Personal Well-Being Aspects 
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Table 1.6: Multiple regression results of factors of personal well-being 
 
Variable b Beta t Sig. 
Financial Literacy -.011 -.002 -.048 .961 
Financial Behaviour .687 .272 8.526 .000 
Financial Strain -.460 -.243 -7.558 .000 
 
Financial behaviour positively influences the personal well-being of the urban poor community and it 
is the most influencing factors among the three variables. This indicates that the people who are having 
a high level of financial behavior will have a better personal well-being. This is similar and supported 
the previous studies that stated financial behaviour is positively associated with satisfaction in directly 
and indirectly (Xiao & Chen, 2013). Proper money management behaviour such as paying debts on 
time, planning loans and a n efficient retirement planning contribute towards the long run on one’s 
personal well-being. Meanwhile, financial strain negatively influences the personal well –being of the 
urban poor community. This means, the higher the financial strain, the lower the personal well-being. 
Unhealthy financial ways of thinking including a lack of care in managing finances may affect an 
individual’s personal well-being such as divorce, job loss, health issues, and relationship issues. A 
healthy style of financial management is vital to reduce financial strains in order to achieve a greater 
level of personal well-being. However, financial literacy does not make any contribution on the 
personal well-being of the urban poor community. It indicates that, a person with a low financial 
literacy may have a good personal well-being and a person with a high financial literacy need not to be 
having a high personal well-being.  
 
 
Conclusion	and	Implications	
 
In short, the urban poor community possesses moderate level of financial literacy, having less financial 
behaviour, a high level of financial strain and adapting a moderate level of personal well-being. 
Financial literacy does not influence the personal well-being of the urban poor community. Meanwhile, 
financial behaviour has a positive influence and financial strain has a negative influence towards 
personal well-being of the urban poor community.  
 
This study is significant for the Malaysian Government as the finding in this study can be served as a 
guide to improvise the existing policies into more relevant and benefiting the urban poor. This study 
shows the respondents are having moderate level of financial literacy. For instance, while accessing the 
consumer’s financial literacy, it revealed that most of the consumers are thinking that credit card has 
the ability to increase an individual’s purchasing power and credit purchasing will reduce the future 
purchasing power. This is an incorrect statement as credit purchasing is one form of burden to the 
consumers. Therefore, it is important to promote financial education to the urban poor community as a 
proper knowledge, skill and tools will help the consumers to make the right financial decision on 
enhancing their financial well-being. Non-Governmental agencies such as AKPK have the credibility 
on imposing a proper financial education towards the urban poor community. Besides that, a financial 
counselling is also important to the respondents on money managing as financial strains too correlate 
directly to the well-being of the consumers. Apart from that, this study also revealed that most of 
respondents are does not own insurance protection and rarely deduct part of their income for savings 
and repayment loans. Therefore, Central Bank of Malaysia (BNM) should assist urban poor to get the 
insurance coverage and promote deducting savings from income savings and loan purpose. Banks and 
insurance companies should come up with a new saving and insurances schemes for the urban poor to 
encourage them to take part in the economy market. 
 
The government plays a vital role in enhancing the well-being of the people by revising the existing 
policies to eradicate poverty in Malaysia. Apart from income-generating projects, the government 
bodies like NKRA, Economic Planning Unit (EPU) and Kuala Lumpur City Hall (DBKL) also sought 
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to improve the quality of life of the poor through the provision of infrastructural and social amenities. 
This study also indicated that the respondents are in a high level of financial strain. A revision in the 
basic wage from RM 900 by the government may be one of the solutions to this issue or provision of 
welfare allowance may help reduce the financial inability and strains of the people. Furthermore, 
private agencies should provide more job opportunity for the locals compared to the foreign workers to 
create a source of income to the urban poor. 
 
This study is intended to create awareness to the consumers about urban poor and how are they being 
affected by the rising living cost. The findings did reveal that there are most people don’t own 
insurance, taking loans from loan sharks, and facing hardship in settling their monthly bills. This is 
resulted due to the lower wage (below RM3000) of the people with an environment of a higher living 
cost. So, a basic knowledge in the financial aspects such as savings, spending, investments and 
retirement planning to cope with the rising living cost. These fundamental aspects will lead them into a 
good decision making while facing conflicts in financial issues and maintain a good quality of life. It is 
important to ensure the urban poor consumers have better financial management skills which lead them 
to make the right decision in order to enhance their personal well-being. 
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